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INDEPENDENT AUDITOR'S REPORT 

Board of Com m issioners 
Housing Authority of the City of Denham  Springs 
Denham Springs, Louisiana 

I have audited the accom panying general-purpose financial statem ents of the 
Housing Authority of the City of Denham Springs as of and for the year ended 
Septem ber 30, 2002, as listed in the table of contents. These genera l-purpose 
financial statem ents are the responsibility of the authority's m anagem ent. M y 
responsibility is to express an opinion on these genera l-purpose financial 
statem ents based on m y audit. 

conducted my audit in accordance with auditing standards generally accepted in 
the United States of Am erica, Governm ent Auditin.q Standards, issued by the 
Com ptroller Genera l of the United States, and the provisions of the Louisiana 
Governm ental Audit G uide. Those standards re quire that I plan and perform the 
audit to obtain reasonable assura nce about whether the general-purpose 
financial statem ents are  free of m aterial m issta tem ent. An audit includes 
exam ining, on a test basis, evidence supporting the am ounts and disclosures in 
the genera l-purp ose financial statem ents. An audit also includes assessing the 
accounting principles used and the significa nt estim ates m ade by m anagem ent, 
as well as evaluating the overall genera l-purp ose financial statem ent 
pre sentation. I believe that m y audit provides a reasonable basis for m y opinion. 

Managem ent has not established a formal leasing arra ngem ent with the LPEA 
Federal Credit Union, and has not recorded the related nonca sh tra nsactions. 
Accordingly, the authority has not considere d the m ateriality of any re venues, 
expenses, receivables and payables associated with the cre dit union's use of 
authority office space. Acco unting principles generally accepted in the United 
States of Am erica require that all m aterial tra nsactions be re corded and that 
transactions with re lated parties and am ounts re ceivable from or payable to 
re lated parties be disclosed. The am ount by which this departure  would affect the 
financial sta tem ents is not re asonably determ inable. 
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HO USING AUTHO RITY O F THE CITY O F DENHA M SPRINGS 
Denham Springs, Louisiana 
Independent Auditor's Report, 2002 
Page Tw o 

Note M to the financial statem ents describes that the PHA's Executive Director 
perform s occasional contract w ork for the LPEA Federal Credit Union. The note 
does not disclose am ounts of transactions betw een the PHA's Executive Director 
and the credit union and is vague regarding details of the nature and extent of 
the work. 

In m y opinion, except for the effects, if any, of not properly recording and 
disclosing re lated party tra nsactions and am ounts receivable from or payable to 
re lated parties as described in the pre ceding paragra phs, the financial 
statem ents referred to above present fairly, in all m aterial re spects, the financial 
position of the Housing Authority of the City of Denham Springs, as of Septem ber 
30, 2002, and the re sults of its opera tions and the cash flows of its pro pdety fund 
types for the year ended in conform ity with U.S. generally accepted accounting 
principles. 

In accordance with Governm ent Auditin.q Standards, I have also issued a report 
dated Apdl 30, 2003 on m y consideration of the authority's intern al control over 
financial reporting and m y tests of its com pliance with certain laws, re gulations, 
contracts, and grants. That report is an integra l part of an audit perform ed in 
accordance with Governm ent Auditina Standards and should be re ad in 
conjunction with this report in considering the results of my audit. 

My audit was conducted for the purpose of form ing an opinion on the genera l- 
purpose financial statements of the authority taken as a whole. The 
accom panying Schedule of Expenditures of Federal Awards, required by the U.S. 
Offi ce of Management and Budget Circular A-133, Audits of States, Loca 
Governm ents, and Non Profit Organizations, is pre sented for purposes of 
additional analysis, and is not a re quired part of the genera l-purpose financial 
statem ents. The acco mpanying Financial Data Schedule, re quire d by HUD, is 
pre sented for purp oses of additional analysis, and is not a require d part of the 
genera l-purpose financial statem ents. The accom panying com bining schedules 
are presented for the purp ose of additional analysis and are  not a re quired part of 

the general-purpose financial statements. Such information has been subjected 
to the auditing pro cedures applied in the audit of the general-purpose financial 
statem ents and, in m y opinion, is fairly pre sented in all m aterial re spects in 
relation to the financial statem ents and any other included supplem entary 
inform ation taken as a whole. 

~mly e~eed by w.hm ~.~= W illiam Daniel M ceaskill
, C PA , APAC 

/~AC. c=US 

W illiam Daniel M cCaskUl, CPA 
A Professional Acco unting Corpora tion 

Apn130,2003 
Page 4 of 5 



Housing Authority of the City of Denham Springs 
Denham Springs, Louisiana 

Combined Balance Sheet - Proprietary Fund Type - 
Enterprise Funds 

As of Septem ber 30, 2002 

Current Assets: 
Cash and Cash Equivalents 

Accounts Receivable - HUD Other Projects 
Accounts Receivable - Miscellaneous 
Accounts Receivable - Tenants Dwelling Rents 
Accrued Interest Receivable 
Interpro gram Due From 
Prepaid Expenses and Other Assets 
Total Current Assets 

Fixed Assets, Net of Accum ulated Depreciation: 
Land 
Buildings 
Furniture, Equipment & Machinery - Dwellings 
Furniture, Equipment & Machinery - Administration 
Leasehold Im pro vem ents 
Accum ulated Depreciation 
Total Fixed Assets, Net of Accum ulated Depreciation 

Total Assets 

The accompanying notes are an integral part of these financial statements 
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$ 307,068 
41,999 

377 
109 
811 

41,999 
3.761 

396,124 

17,200 
2,275,777 

33,020 
69,866 
396,198 

(2,186,453) 
605;606 



Housing Authority of the City of Denham Springs 
Denham Springs, Louisiana 

Combined Balance Sheet - Proprietary Fund Type - 
Enterprise Funds 

As of Septem ber 30, 2002 

Current Liabilities (payable from current assets): 
Accounts Payable < 90 Days 
Accounts Payable HUD PHA Program s 
Accrued W age/payroll taxes payable 
Accrued Com pensated Absences - Current 
Tenant Security Deposits 
Interprogram Due To 

Total Current Liabilities (payable from current assets) 

Total Liabilities 

Equity: 
Contributed Capital 

Retained Earnings (Deficit) 
Total Equity 

Total Liabilities and Equity 

Exhibit A 
Page 2 of 2 

$ 2,257 
28,583 

372 
9,489 
5,150 
41.999 
87.850 

87,850 

626,026 
287.856 
913,882 

$ 1,001,732 



 

Exhibit B 

Housing Authority of the City of Denham Springs 
Denham Springs, Louisiana 

Proprietary Fund Type - Enterprise Funds 
Combined Statem ent of Revenues, Expenses, and Changes in Retained Earn ings - 

For Fiscal Year Ended September 30, 2002 

Operating Revenues: 
Net Tenant Rental Revenue 
Tenant Revenue - Other 
Total Operating Revenues 

Operating Expenses: 
Administrative Expenses 
General Expenses 
Ordinary Maintenance & Operation 
Protective Services 
Utilities 
Housing Assistance Paym ents 
Depreciation Expense 
Total Operating Expenses 

Operating Income (,Loss) 

Non-operating Revenues (Expenses) 
Federa l Operating Gra nts 
Federal Capital Grants 
Investm ent Incom e 

Total Non-operating Revenues (Expenses) 

Net Income (Loss) 

Retained Earnings at Beginning of Year 
PriOr Period Adjustments, Equity Transfers and Correction of Errors 

Retained Earnings at End of Year 

The accompanying notes are an integral part of these financial statements. 
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$ 93,779 
22,890 
116,669 

103,495 
30,655 
45,572 
3,707 
11,360 
340,961 
129,786 
665,536 

/848,~ 7) 

446,776 
47,391 
5,291 

499A58 

(49,409) 

274,943 
62,322 

$ 287,856 



Exhibit C 

Housing Authority of the City  of Denham Springs 
Denham Springs, Louisiana 

Com bined Statem ent of Cash Flows - Proprietary Fund Type - Enterprise Funds 
For Fiscal Year Ended Septem ber 30, 2002 

Cash flows from operating activities: 
Operating Income (Loss) 
Adjustments to reconcile net income (loss) to 
net cash provided by operating activities: 
Depre ciation 
Other 

(Increase) Decrease in tenants accounts receivable 
(Increase) Decrease in miscellaneous accounts receivable 
(Increase) Decrease in prepaid items and other assets 
Increase (Decrease) in acco unts payable 
Increase (Decrease) in accrued wages/payroll taxes payable 
Increase (Decrease) in accounts payable other government 
Increase (Decrease) in accrued compensated absences 
Increase (Decrease) in acco unts payable HUD PHA Programs 
Increase (Decrease) in tenant security deposits 
Increase (Decrease) in other payables and deferred revenue 
Net cash provided (used) by operating activities 

Cash flows from noncapital financing activities 
Proceeds from federal operating grants 

Cash flows from ca pital and related financing activities: 
Paym ents to acquire, construct, or im prove capital assets 
Proceeds from federal capital grants 
Net cash provided (used) for ca pital and related financing activities 

Cash flow from investing activities: 

Investment income (interest income) 
Net cash provided (used) far investing activities 

Net increase (decrease) in cash and cash equivalents 
Cash and ca sh equivalents at beginning of year 

Cash and cash equivalents at end of year 

The accom panying notes are an integral part of these financial statements. 
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$ (548,667) 

129,786 
2,600 
(109) 

10,168 
2,046 
1,892 
(2,028) 
5,194 
4,437 

(1,103) 
(1,050) 
(1001 

(397,134) 

450,016 

(47,391) 
20,454 

(26,937) 

6,334 
6,334 

32,279 
274,789 

$ 307,068 



HOUSING AUTHORITY OF THE CITY OF DENHAM SPRINGS 
Denham Springs, Louisiana 

Notes to the Financial Statem ents 
For Fiscal Year Ended Septem ber 30, 2002 

The Public Housing Authodty (the authority) was chartered as a public 
corporation under the laws of the State of Louisiana for the purpose of providing 
safe and sanitary dwelling accom m odations for the residents of Denham Springs, 
Louisiana. This creation was contingent upon the approval of the local governing 
body of the City. A five m em ber Board of Com m issioners govern s the authority. 
The m em bers, appointed by the City of Denham Spdngs Louisiana, serve a five 
year staggered tem p. 

Under the United States Housing Act of 1937, as am ended, the U.S. Department 
of Housing and Urban Development (HUD) has direct responsibility for 
adm inistedng low rent housing program s in the United States. Accordingly, HUD 
has entered into an annual contributions contract with the authority for the 
purpose of assisting the authority in financing the acquisition, construction and 
leasing of housing units and to make annual contributions (subsidies) to the 
authority for the purpose of m aintaining this low rent character. 

At Septem ber 30, 2002, the authority was m anaging 52 units of Low Rent Public 
Housing under FW -2512, a Capital Fund Program and a Section 8 Housing 
Choice Voucher Program . 

NO TE A - SUMMARY OF SIGNIFICANT ACCOUN TING POLICIES 

(1) Basis of Presentation 
The accompanying financial statements of the authority have been prepared in 
conformity with accounting principles generally accepted in the United States of 
America (GAAP) as applied to governmental units. The Governmental 
Accounting Standards Board (GASB) is the accepted standard setting body for 
establishing governmental accounting and financial reporting principles. 

(2) 
GASB Codification Section 2100 defines criteria for determ ining the 
governmental reporting entity and component units that should be included within 
the reporting entity. Because the authority is legally separate and fiscally 
independent, the authority is a separate governmental reporting entity. 

The authority is a related organization of the City of Denham Spdngs, Louisiana 
since the city appoints a voting majodty of the authority's governing board. The 
city is not financially acco untable for the authority as it cannot impose its will on 
the authority and there is no potential for the authority to provide financial benefit 
to, or impose financial burdens on, the city. Acco rdingly, the authodty is not a 
co m ponent unit of the financial reporting entity of the city. 
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HO USING AUTHORITY O F THE 
CITY O F DENHAM SPRINGS 
Notes to the Financial Statem ents - 2002 

The financial statem ents include all funds and activities that are within the 
oversight responsibility of the authority. 

GASB Codification Section 2100 defines criteria for determ ining which 
com ponent units should be considered part of the authority for financial reporting 
purposes. The basic criterion for including a potential com ponent unit within the 
reporting entity is financial accountability. The GASB has set forth criteria to be 
considered in determining financial accountability. These criteria include: 

2 

3 

Appointing a voting majority of an organization's goveming body 
and 

a. The ability of the authority to impose its will on that organization 
and/or 

b. The potential for the organization to provide specific financial 
benefits to, or im pose specific financial burdens on the authority. 

Organizations for which the authority does not appoint a voting 
majodty, but are fiscally dependent on the authority. 

Organizations for which the reporting entity financial statem ents 
would be m isleading if data of the organization is not included 
because of the nature or significance of the relationship. 

The authodty's component unit is not active 

The authodty formed this nonprofit entity in April 2000 to create another avenue 
to provide low-income housing. Denham Springs Community Development 
Corporation was determined to be a component unit of the authodty because the 
authority can im pose its w ill on the corporation. The corp oration has been 
dorm ant since it's inception, has never had a banking account, and, as well, had 
no activity for the year ended September 30, 2002. Therefore, there are no 
financial statem ents for the corporation. 

Com ponent Units Excluded 

Certain units of local government over which the authodty exercises no oversight 
responsibility, such as the padsh police jury, school board, and municipalities 
within the parish, are excluded from the accom panying financial statem ents. 
These units of government are considered separate reporting entities and issue 
financial statements separate from those of the authodty. In addition, the 
accom panying financial statem ents do not include various tenant associations, 
which are legally separate entities. 
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HOUSING AUTHORITY OF THE 
CITY O F DENHAM SPRINGS 
Notes to the Financial Statem ents - 2002 

(3) Fund Accounting 
The authority uses funds to report on its financial position and the results of its 
operations. Fund accounting is designed to dem onstrate legal com pliance and to 
aid financial m anagem ent by segregating transactions relating to certain 
governm ent functions or activities. A fund is a separate accounting entity w ith a 
self-balancing set of acco unts. 

Funds of the authority are classified as proprietary fund type - enterprise funds. 
Proprietary funds account for activities sim ilar to those found in the private 
sector, where the determ ination of net inco me is necessary or useful to sound 
financial adm inistration. Proprietary funds differ from govern m ental funds in that 
their focus is on incom e m easurem ent, which, together with the m aintenance of 
equity, is an im portant financial indicator. 

(4) Basis of Accountinq 
The accounting and financial reporting treatm ent applied to a fund is determ ined 
by its m easurem ent focus. Proprietary funds are accounted for on a flow of 
econom ic resources m easure m ent focus and a determ ination of net incom e and 
capital m aintenance. W ith this m easure m ent focus, all assets and liabilities 
associated w ith the operation of these funds are included on the balance sheet. 
Proprietary funds use the accrual basis of accounting. Revenues are recognized 
when earned, and expenses are recognized at the tim e the liabilities are 
incurre d. 

(5) Budqetary Data 
The authority is required by its HUD Annual Contributions Contract to adopt 
annual budgets for the Low Rent Public Housing Program and the Section 8 
Programs. Annual budgets are not required for m odern ization and drug 
elimination grants as their budgets are approved for the length of the project. 
Both ,annual and project length budgets require grantor approval. 

(6) Use of Estimates 
The preparation of financial statem ents in conform ity w ith U.S. generally 
accepted accounting principles requires m anagem ent to m ake estim ates and 
assum ptions that affect certain reported am ounts and disclosures. Accordingly, 
actual results could differ from those estim ates. 

Cash includes am ounts in demand deposits and interest-bearing dem and 
deposits. Cash equivalents include am ounts in certificates of deposits and those 
investm ents with original m aturities of 90 days or less. Under state law, the 
authority may deposit funds in demand deposits, interest-bearing demand 
deposits, or tim e deposits with state banks organized under Louisiana law or any 
other state of the United States. or under the laws of the United States. 
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HO USING AUTHORITY O F THE 
CITY OF DENHAM SPRINGS 
Notes to the Financial Statem ents - 2002 

(8) Investments 
Investm ents are lim ited by HUD regulations, state law , and the authority's 
investm ent policy. If the original m aturities of investments exceed 90 days, they 
are classified as investm ents. If the original m aturities are 90 days or less, they 
are classified as cash equivalents. Investm ents are stated at fair value based on 
quoted m arket prices. 

(9) Short-term Interfund Receivables and Payables 
Short-term interfund loans are classified as Interpro gram Due From and Due To 
No elim inations have been m ade in the accom panying financial statem ents. 

(10) Inventories 
Inventory items are valued at cost on a first-in first-out (FIFO) basis. Any 
difference betw een cost and m arket is deem ed im m aterial. The authority uses a 
periodic inventory system and accounts for inventory using the purchase m ethod. 
The authority had no inventory as of Septem ber 30, 2002. 

(11) Prepaid Items 
Certain paym ents to vendors re flect costs applica ble to future  accounting periods 
and are recorded as prepaid item s. Prepaid expenses generally consist of 
prepaid insurance. 

(12) Fixed Assets 
Fixed assets are re corded at historical cost and depreciated over their estim ated 

useful lives (excluding salvage value) using the straight-line method. Donated 
capital assets are reco rded at their estim ated fair value at the date of donation. 
The capitalization limit is $1,000. Estimated useful lives, in years, for depreciable 
assets are as follows: 

Leasehold im pro vem ents 
Buildings 
Building im pro vem ents 
Non-dwelling structure s 
Equipm ent 

15 Years 
33 Years 
15 Years 
33 Years 
3-7 Years 

Intere st costs during construction have been ca pitalized. Infrastructure  such as 
parking lots and sidewalks are  included in leasehold im pro vem ents. All land and 
buildings are  encum bere d by a Declaration of Trust in favor of the United States 
of America as security for obligations guaranteed by the government and to 
protect other interests of the governm ent. 

Page 12 of 12 



HO USING AUTHORITY O F THE 
CITY  O F DENHAM SPRINGS 
Notes to the Financial Statem ents - 2002 

(13) Compensated Absences 
Full tim e em ployees m ay accum ulate an unlim ited num ber of annual and sick 
leave hours. Depending on their length of service, em ployees receive paym ent 
for up to 300 annual leave hours upon term ination or retirem ent at their then 
current rate of pay. Em ployees are not com pensated for unused sick leave. The 
cost of current leave privileges, com puted in accordance with GASB Codification 
Section C60 is recognized as a current year expense when leave is earn ed. 

NO TE B - CASH AND CASH EQUIVALENTS 

At September 30, 2002, the authodty has cash and cash equivalents (book 
balances) totaling $307,068 as follows: 

Dem and deposits 
Interest-bearing dem and deposits 
Tim e deposits 
Other 
Total 

$61,038 
114,774 
131,131 

125 
$307,068 

These deposits are stated at cost, which approxim ates m arket. Under state law , 
these deposits (or the resulting bank balances) must be secured by federal 
deposit insurance or the pledge of securiUes owned by the fiscal agent bank. The 
m arket value of the pledged securities plus the federal deposit insurance m ust at 
all tim es equal or exceed the am ount on deposit with the fiscal agent. These 
securities are held in the name of the pledging fisca l agent bank in a holding or 
custodial bank that is m utually acceptable to both parties. At Septem ber 30, 
2002, the authority has $323,492 in deposits (bank balances), ca tegorized below 
to reflect the am ount of risk assum ed by the authority. 

GASB Category 1 
GASB Category 2 
GASB Category 3 

$231,131 

$92,361 
$323,492 

Even though the pledged securities are co nsidered uncollateralized (Category 3) 
under the pre visions of GASB Statem ent 3, R.S. 39:1229 im poses a statutory 
requirem ent on the custodial bank to advertise and sell the pledged securities 
within 10 days of being notified by the authodty that the fiscal agent has failed to 
pay deposited funds upon demand. 
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HO USING AUTHO RITY O F THE 
CITY  OF DENHAM SPRINGS 
Notes to the Financial Statem ents - 2002 

NO TE C- FIXED A SSETS 

The following is a sum m ary of fixed assets 

Land 
Buildings 
Furniture and Equipm ent: 
Dwellings 
Adm inistration 
Leasehold Im provem ents 
Total 
Accum ulated depre ciation 
Net fixed assets 

NOTE D- CONDUIT DEBT OBLIGATIONS 

$17,200 
2,275,777 

33,020 
69,866 
396,198 

2,792,061 

(2,186,453) 
$605,608 

To provide for the developm ent and m odern ization of low-re nt housing units, the 
authority issued New Housing Authority Bonds and Perm anent Notes-FFB. 
These bonds and notes are  payable by HUD and secure d by annual 
contributions. The bonds and notes do not constitute a debt of the authority, and 
accordingly, have not been included in debt in the accompanying financial 
statem ents. As of Septem ber 30, 2002 aggregate conduit debt included in 
contributed capital totaled $117,657. 

NO TE E - SEGM EN T INFORMA TION 

The Low Rent Public Housing Fund accounts for the federa l grant received from 
HUD to provide and operate cost-effective, decent, safe and affordable dwellings 
for low er incom e fam ilies. 

The Housing Choice Vouchers Fund accounts for the federa l grant received fro m 
HUD to aid very low incom e fam ilies in obtaining decent, safe, and sanitary rental 
housing. 

The Capital Fund accounts for the federal grant re ceived from HUD for the 
developm ent, financing and modernization of public housing developm ents and 
for m anagem ent im provem ents. 

Selected segm ent inform ation for the year ended Septem ber 30, 2002 follows 

Page 14 of 14 



HO USING A UTHO RITY O F THE 
CITY O F DENHA M SPRINGS 
Notes to the Financial Statem ents - 2002 

H ousing C apital 
Low R ent C hoice Fund 

V ouchers Program 
O peratinq revenues $ 116,669 $ $ 
D epreciation 123,293 1,831 4,662 
O perating incom e (loss) (143,713) (395,446) (9,708) 
O perating grants 31,642 410,088 5,046 
Net incom e (loss) (108,367) 16,229 42,729 
Fixed asset additions 47,391 
N et w orking capital 213,483 94,431 
T otal assets 761,086 128,856 111,790 
Total equity $ 747,830 $ 96,261 $ 69,791 

The authodty participates in the Louisiana Housing Council Group Retirem ent 
Plan, adm inistere d by Bro ussard, Bush and Hurst, which is a defined contribution 
plan. The plan consists of em ployees of various local and re gional housing 
authorities w hich are  m em bers of the Louisiana Housing Council. Thro ugh this 
plan, the authority provides pension benefits for all of its full-tim e em ployees. All 
full-tim e em ployees who have attained age 18 are eligible to participate in the 
plan on the first day of the m onth after co m pleting thre e m onths of continuous 
and uninterrupted em ploym ent 

Under a defined contribution plan, benefits depend solely on am ounts contributed 
to the plan plus investment eam ings. The em ployer is required to make monthly 
contributions equal to 8% percent of each participant's basic (excludes overtime) 
co m pensation. Em ployees are required to contdbute 6% percent of their annual 
covered salary. 

The authodty's contribution for each em ployee and incom e allocated to the 
em ployee's account are fully vested after five years of continuous service. The 
authority's contdbutions and interest forfeited by employees who leave 
employment before five years of serv ice are used to offset future contributions of 
the authodty. 

Normal retirem ent date shall be the first day of the m onth following the 
employee's sixty-fifth birthday. Early retirement may be elected on the first day of 
any month within 10 years of the em ployee's norm al retirem ent date, provided 
the employee has completed five years of service with the authority. W ith the 
authority's consent, employees may defer retirement to the first day of any month 



HO USING A UTHORITY O F THE 
CITY O F DENHAM SPRINGS 
Notes to the Financial Statem ents - 2002 

The authority's total payroll for the year ended December 31, 2002, was $90,016. 
The authority's contributions were calculated using the base salary am ount of 
$60,727. The authority made the required contributions of $4,338 for the year 
ended Septem ber 30, 2002. 

At Septem ber 30, 2002, em ployees of the authority have accum ulated and 
vested $9,489 of employee leave benefits, which is presented as a current 
liability of the appropriate fund(s) in the balance sheet. The long-term portion of 
the liability is considered immaterial and has not been reclassified to long-term 
liabilities. Except as discussed above, the liability has been com puted in 
accordance with GASB Codification Section C60. 

NOTE H - INTERPROGRAM  DUE FROM  AND DUE TO 

Fund 
Low Rent 
Housing Choice Vouchers 
Capital Fund Program 
Total 

Due From 
$37,312 
4.687 

$41,999 
$41,999 $4 1,999 

NOTE I - PRIOR PERIOD ADJUSTMENTS, EQUITY TRANSFERS, AND 
CORRECTIONS OF ERRORS 

The Low Rent Public Housing Fund prior period adjustments and corrections of 
errors were recorded to adjust fixed assets and reclassify equity amounts. The 
net adjustments totaled $13,175. The effects were a $31,254 increase in retained 
earnings, and an $18,079 decrease in contributed capital. 

The Housing Choice  Voucher Program recorded a prior period adjustment in the 
amount of $31,068, which represents the FY 2001 merger of the certificates 
equity to Housing Choice Vouchers. 
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HO USING AUTHO RITY O F THE 
CITY O F DENHAM SPRINGS 
Notes to the Financial Statem ents - 2002 

NO TE J- RISK MANAGEM EN T 

The authority is exposed to all com m on perils associated with the ownership and 
rental of real estate properties. To m inim ize loss occurrence and to transfer risk, 
the authority carries various com m ercial insurance policies including property, 
casualty, em ployee dishonesty, public official's liability, business auto and other 
m iscellaneous policies. These policies are reviewed for adequacy by 
m anagem ent annually. 

NO TE K - LITIGA TION AND CLAIM S 

The authority did not record any contingencies related to litigation 

NO TE L - FEDERAL COMPLIANCE CON TINGENCIES 

The authority is subject to possible examinations by federal regulators who 
determ ine com pliance with term s, conditions, laws and regulations governing 
grants given to the entity in the current and prior years. These exam inations m ay 
result in re quired refund by the entity to federal grantors and/or program 
beneficiaries. 

NO TE M - RELA  TED PAR TY TRANSACTIONS 

The authority has an informal leasing arrangement with the LPEA Federal Credit 
Union for use of a portion of the authority's main office space. The credit union 
provides assistance with utility bills and staff assistance in return for use of the 
office space. It should be noted that the Executive Director perform s occasional 
contract work for the credit union. In response to the auditor's 2002 finding 

(2002-2 in the Schedule of Findings and Questioned Costs), the authority is 
seeking an opinion from the Louisiana Attorney General's Offi ce regarding 
whether the authority has violated LRS 42:1111 C 2 d and LRS 42:1112 B 3. 
LRS 42:1111 C 2 d states that no public servant (the Executive Director) shall 
receive anything of value for consideration of services rendered to an entity (the 
credit union) that has a business, financial, or contractual relationship with his 
agency (the authority). LRS 42:1112 B 3 states that no public servant (the 
executive director) shall participate in a transaction involving the governmental 
entity (the authority) and an entity for which he is an officer or employee (the 
credit union). It is the authority's position that the authodty is not a politica l 
subdivision; there fore  the executive dire ctor is not a public servant. 
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SCHEDULE 1 

Housing Authority of the City of Denham Springs 
Denham Springs, Louisiana 

Com bining Balance Sheet - Proprietary Fund Type - Enterprise Funds 
As of Septem ber 30, 2002 

Current Assets: 
Cash and cash equivalents 
Accounts Receivable - HUD Other Projects 
Accounts Rece ivable - Miscellaneous 
Accounts Receivable - Tenants Dwelling Rents 
Accrued Interest Receivable 
Total Receivables, Net of Allowances 

Prepaid Expenses and Ot her Assets 
Interprogram - Due From 

Total Current Assets 

Fixed Assets: 
Land 
Buildings 
Fumiture, Equipment & Machinery - Dwellings 
Furniture, Equipment & Machinery - Administration 
Leasehold Im provements 
Accumulated Depreciation 

Low 
Housing Capital 
Choice Fund 

Rent Vouchers Proclram 

17,200 
2,217,112 

33,020 
49,716 
391,409 

2.174.470 

9,152 

7.322 

58,665 

10,998 
4,789 

(4,661 
69.791 

17,200 
2,275,777 

33,020 
69,866 
396,198 

2.186,453 
533,967 1,630 605,608 

$ 761,086 $ 128,856 $ 111,790 $ 1,001,732 
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SCHEDULE 1 

Housing Authority of the City of Denham Springs 
Denham Springs, Louisiana 

Com bining Balance Sheet - Proprietary Fund Type - Enterprise Funds 
As of Septem ber 30, 2002 

Liabilities: 

Current Liabilities (payable from current assets): 
Accounts Payable < 90 days 
Accounts Payable - HUD PHA Programs 
Accrued wage/payroll taxes payable 
Accrued Compensated Absences, current 
Tenant Security Deposits 
Interprogram Due To 

Total Current Liabilities (payable from current assets) 

Total Liabilities 

Equity: 
Long Term Debt- HUD Guaranteed 
Net HUD PHA Contributions 
Other HUD Co ntributions 
Other Contributions 
Total Contributed Capital 

Low 
Rent 

Housing Capital 
Choice Fund 
Vouchers Proorar, 

13,256 32,595 41,999 87,850 



 

Housing Authority of the City of Denham Springs 
Denham Springs, Louisiana 

Com bining Statement of Revenues, Expenses, and Changes in Retained Earn ings - 
Proprietary Fund Type - Enterprise Funds 
For Fiscat Year Ended Septem ber 30, 2002 

Operating Revenues: 
Net Tenant Rental Revenue 
Tenant Revenue - Other 

Total Operating Revenues 

Operating Expenses: 

Administrative Expe nses 

General Expenses 

Ordinary Maintenance & Operation 

Protective Services 
Utilities 
Housing Assistance Payments 

Depreciation Expense 

Total Operating Expenses 

Ope rating Income (Loss 

Non-operating Revenues (Expenses) 
Federal Operating Grants 

Federal Capital Grants 
Investment Income 

Totat Non-ope rating Revenues (Expenses) 

Income (Loss) Before Operating Transfers 

Net Income (Loss) 

Add depreciation on fixed assets 
acquired by grants, entitlements, and shared revenues externally 
restdcted for capital acquisitions and constru ction that reduces 

contdbutad capital 

Increase (Decrease) in Retained Earnings 

Retained Eamings at Beginning of Year 

Prior Pedod Adjustments, equity transfers, and co rrection of errors 

Retained  Earnings at End of Year 

Low 

Rent 

Housing Choice 
Vouchers 

Capita/Fund 

Program 

SCHEDULE 2 

49,551 

26,899 

45,572 

3,707 
11,360 

48,898 5.046 

3,756 

340,961 
123,293 1,831 4,602 

103,495 

30,655 

45,572 

3,707 
11,360 

340,961 

129,786 

31,642 

3.704 

410,088 

1,587 

5,046 

47,391 

446,776 
47.391 

5.291 

(108,367) 16,229 42,729 (49,409) 
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SCHEDULE 3 

Housing Authority of the City of Denham  Springs 
Denham Springs, Louisiana 

Schedule of Com pensation Paid Board M em bers 
For Fiscal Year Ended Septem ber 30, 2002 

Board m em bers serve without com pensation 
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W illiam  Daniel M cCaskill, CPA 
A Professional Accounting Corporation 

5150 Highw ay 22, Suite C-14 
M andeville, Louisiana 70471 

Telephone 985-845-7772 
Fax 985-845-1313 
E-mail danny@ highperformer.net 

M em ber of 
Louisiana Society of CPA's 

Mississippi Society of CPA's 
Am erican Institute of CPA's 

INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE AND ON INTERNAL CONTROL 
OVER FINANCIAL REPORTING BASED ON AN AUDIT OF FINANCIAL STATEMENTS 

PERFORMED IN ACCORDANCE W ITH GOVERNM ENT AUDITING STANDARDS 

Board of Com m issioners 
Housing Authority of the City  of Denham Springs 
Denham Springs, Louisiana 

I have audited the finandlal statements of the Housing Authority of the City of 
Denham Springs (the authority), as of and for the year ended September 30, 
2002 and have issued m y report thereon dated April 30, 2003. I conducted m y 
audit in accordance with auditing standards generally accepted in the United 
States of Am erica and the standards applicable to financial audits contained in 

States 
issued by the Com ptroller General of the United 

Com pliance 
As part of obtaining reasonable assurance about whether the authority's financial 
statem ents are free of m aterial m isstatem ent, I perform ed tests of its com pliance 
with certain provisions of laws, regulations, contracts and grants, noncom pliance 
w ith w hich could have a direct and m aterial effect on the determ ination of 
financial statem ent amounts. However, providing an opinion on com pliance with 
those provisions was not an objective of my audit and, accordingly, I do not 
express such an opinion. The results of m y tests disclosed instances of 
noncom pliance that are required to be reported under Govern m ent Auditin.q 
Standards which are described in the accom panying schedule of findings and 
questioned costs as item 2002-2, 2002-4 and 2002-5. 

In planning and perform ing m y audit, I considered the authority's intern al control 
over financial reporting in order to determ ine my auditing procedures for the 
purpose of expressing my opinion on the financial statem ents and not to provide 
assurance on the intern al co ntrol over financial reporting. However, I noted 
certain m atters involving the intern al control over financial reporting and its 
operation that I consider to be reportable conditions. Reportable co nditions 
involve m atters com ing to m y attention relating to significant deficiencies in the 

Page 22 of 22 



HO USING A UTHO RITY O F THE 
CITY OF DENHAM SPRINGS 
Denham Springs, Louisiana 
Independent Auditor's Report 
on Com pliance...Govem m ent 
Auditinq Standards, 2002 
Page Two 

design or operation of the internal control over financial reporting that, in m y 
judgment, could adversely affect the authority's ability to reco rd, process, 
sum marize and report financial data consistent with the assertions of 
m anagem ent in the general-purpose financial statem ents. Reportable conditions 
are  described in the accom panying schedule of findings and questioned costs as 
item 2002-2. 2002-4 and 2002-5. 

A m aterial weakness is a condition in which the design or opera tion of one or 
m ore of the intern al control com ponents does not reduce to a re latively low level 
the risk that m isstatem ents in am ounts that would be m aterial in relation to the 
general-purpose financial statem ents being audited m ay occur and not be 
detected w ithin a timely period by em ployees in the norm al cours e of perform ing 
their assigned functions. M y co nsideration of the intern al control over financial 
reporting would not necessarily disclose all m atters in the internal contro l that 
might be re portable conditions and, accordingly, would not necessarily disclose 
all re portable conditions that are  also considere d to be m aterial weaknesses. 
However, I consider item s 2002-2, 2002-4  and 2002-5 to be m aterial 
weaknesses. 

This report is intended for the inform ation of the board of com m issioners, 
m anagem ent, and for HUD. However, this report is a m atter of public record and 
its distribution is not lim ited. 

W illiam  Daniel M cC askill, 

Signature Valid C PA , A PA C 

W illiam Daniel M cCaskill, CPA 
A Professional Accounting Corporation 

April 30, 2003 
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W illiam  Daniel M cCaskill, C PA 
A Professional Accounting Corporation 

5150 Highw ay 22, Suite C-14 
M andeville, Louisiana 70471 

Telephone 985-845-7772 
Fax 985-845-1313 
E-m all 

M em ber of 
Louisiana Society of CPA's 

M ississippi Society of CPA's 
Am erican Institute of CPA's 

INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE W ITH REQUIREMENTS 
APPLICABLE TO EACH MAJOR PROGRAM AND INTERNAL 

CONTROL OVER COMPLIANCE IN ACCORDANCE W ITH OMB CIRCULAR A-133 

Board of Com m issioners 
Housing Authority of the City of Denham Springs 
Denh~m Springs, Louisiana 

Com pliance 
I have audited the com pliance of the Housing Authority of the City of Denham 
Springs (the authority) with the types of compliance requirements described in 
the U.S. Office of Management and Budget (OMB) Circular A-133 Compliance 
Supplement that are applicable to each of its major federal programs for the year 
ended September 30, 2002. The authodty's major federal programs are 
identified in the sum m ary of auditor's results section of the accom panying 
schedule of findings and questioned costs. Com pliance with the requirem ents of 

laws, regulations, contracts, and grants applicable to each of its major federal 
program s is the responsibility of the authority's m anagem ent. My responsibility is 
to express an opinion on the authodty's co mpliance based on my audit. 

I conducted m y audit of com pliance in accordance with: auditing standards 
generally accepted in the United States of Am erica; the standards applicable to 
financial audits contained in G ovem m en 
Com ptroller General of the United States 
States. Local G overnm ents. and Non Profit 

Auditinq Standards, issued by the 
and O M B Circular A-133, Audits of 
;')ro anizations. Those standards and 

O M B Circular A-133 require that I plan and perform the audit to obtain 
reasonable assurance about whether noncom pliance with the types of 
co m pliance requirem ents referred to above that could have a direct and m aterial 
effect on a major federal program occurred. An audit includes examining, on a 
test basis, evidence about the authodty's com pliance with those requirem ents 
and perform ing such other procedures as we considered necessary  in the 
circum stances. I believe that m y audit pro vides a reasonable basis for m y 
opinion. My audit does not provide a legal determination on the authodty's 
co m pliance with those requirem ents. 
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HO USING A UTHORITY O F THE 
CITY O F DENHAM SPRINGS 
Denham Springs, Louisiana 
Independent Auditor's Report 
on Com pliance...A-133, 2002 
Page Two 

As described in item 2002-1, 2002-3 and 2002-5 in the accom panying schedule 
of findings and questioned costs, the authodty, did not com ply with requirem ents 
regarding housing quality standards inspections, reporting and allowable costs 
that are applicable to its Housing Choice Voucher program . Com pliance with 
such requirem ents is necessan], in m y opinion, for the authodty, to com ply with 
requirem ents applicable to that program . 

In m y opinion, except for the noncom pliance described in the preceding 
paragraph, the authority, com plied, in all m atedal re spects, with the requirem ents 
referred to above that are applicable to each of its major federal programs for the 
year ended June 30, 2002. The results of my auditing procedure s also disclosed 
other instances of noncom pliance with those re quirem ents that are  re quire d to be 
re ported in accordance with O M B Circular A-133 and which are  described in the 
accom panying schedule of findings and questioned costs as item s 2002-5 and 
2002-6. 

nternal Control O ver Com pliance 
The m anagement of the authority is re sponsible for establishing and m aintaining 
effective intem al contro l over co m pliance with re quirem ents of laws, regulations, 
co ntra cts and gra nts applicable to federa l pro gra m s. In planning and perform ing 
m y audit, I considere d the Authodty's internal co ntro l over com pliance with 
requirements that could have a direct and material effect on a major federal 
pro gra m in order to determ ine m y auditing pro cedure s for the purpose of 
expressing m y opinion on com pliance and to test and re port on intern al contro l 
over com pliance in accordance w ith OM B Circular A-133. 

I noted certain m atters involving the internal control over compliance and its 
operation that I co nsider to be reportable conditions. Reportable co nditions 
involve m atters com ing to my attention relating to significant deficiencies in the 
design or operation of the internal control over compliance that, in my judgment, 
could adversely affect the authority's ability to administer a major federal program 
in accordance with the applicable requirements of laws, regulations, contracts 
and grants. The reportable conditions are described in the accom panying 
schedule of findings and questioned costs as item s 2002-1, 2002-3, 2002-5 and 
2002-6. 

A material weakness is a condition in which the design or opera tion of one or 
m ore  of the intern al contro l com ponents does not reduce to a relatively low level 
the risk that noncom pliance with the applicable re quirem ents of laws, re gulations, 

co ntracts and grants that would be material in relation to a major federal program 
being audited m ay occur and not be detected within a tim ely period by 
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HOUSING AUTHORITY OF THE 
CITY OF DENHAM SPRINGS 
Denham Springs, Louisiana 
Independent Auditor's Report 
on Com pliance...A-133, 2002 
Page Throe 

em ployees in the normal course of perform ing their assigned functions. M y 
consideration of the internal control over com pliance would not necessarily 
disclose all m atters in the internal control that m ight be reportable conditions and, 
accordingly, would not necessarily disclose all reportable conditions that are also 
considered to be m aterial weaknesses. However, I consider item s 2002-1, 2002- 
3. 2002-5 and 2002-6 to be m aterial weaknesses. 

This report is intended for the inform ation of the board of com m issioners, 
managem ent, and for HUD. However, this report is a matter of public record and 
its distribution is not lim ited. 

Signature Valid 

W illiam  Daniel M cCaskill, C PA , 
A PAC 

W illiam Daniel McCaskill, CPA 
A Professional Accounting Corporation 

April 30, 2003 
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Housing Authority of the City of Denham Springs 
Denham Springs, Louisiana 

Schedule of Expenditures of Federal Awards 
For Fiscal Year Ended Septem ber 30, 2002 

SCHEDULE 4 

14.850a Low Rent Public Housing 

14.871 Housing Choice Vouchers 

14.872 Public Housing Capital Fund Program 

Total Federal Expenditures 

At fiscal year end, the equity section of the balance sheet included 
$117,657 of Long Term HUD Guaranteed Debt. 
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HO USING A UTHO RITY O F THE 
C ITY O F D ENHA M SPRING S 

Denham Springs, Louisiana 

Schedule of Prior Year Audit Findings 
Fiscal Year Ended Septem ber 30, 2002 

There w ere no findings in the prior audit. 
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HO USIN G A UTHO RITY O F THE 
C ITY O F DENHA M SPR ING S 

Denham Springs, Louisiana 
Schedule of Current Audit Findings and Questioned Costs 

Fiscal Year Ended Septem ber 30, 2002 

Per O M B Circular A-133. Section 505(d 

1. Sum m ary Schedule of Auditor's Results 

The type of auditor's report issued was qualified 

There were reportable conditions required to be disclosed by 

Schedule 6 

issued by the Com ptroller General of 
the United States. 

There were instances of noncom pliance considered m aterial, as defined 
by Governm ent Auditinq Standards, to the financial statem ents 

iv. There were re portable conditions re quire d to be disclosed by O M B 
Circular A-133. 

v. The type of report the auditor issued on compliance for major programs 
was qualified. 



HOUSING AUTHORITY OF THE 
CITY  O F DENHAM SPRINGS 
Denham  Springs, Louisiana 
Schedule of Current Audit Findings and Q uestioned Cost - 2002 - continued 

3. Findings are  as follows 

Finding Num ber 2002-1 

Name of Program--  Housing Choice Voucher (HCV) 
CFDA Num ber- 14.871 
Federal Agency - HUD 
Federal Award Num ber - 2002 Year 

Criteria--  The com pliance require m ent from the O M B Ao133 Com pliance 
Supplem ent for HCV re ads, "The PHA m ust inspect the unit leased to a fam ily at 
least annually to determine if the unit meets Housing Quality Standards (HQS) 
and the PHA must conduct quality control reinspections. The PHA must pre pare 
a unit inspection report (24 CFR sections 982,158(d) and 982.405(b))." 24 CFR 
982.158 re ads in part "The PHA m ust m aintain com plete and accura te accounts 
and other re cords for the pro gra m in accordance with HUD require m ents, in a 
m anner that perm its a speedy and effective audit." 

Condition--  Of the twenty-five HCV tenant files tested, the following deficiencies 
were noted: 

Twenty-five did not contain properly completed HQS inspection forms 

Questioned Cost - None 

Perspective Inform ation - The PHA adm inisters 120 HCV units with housing 
assistance payments totaling $340,961. 

Cause--The City of Denham Springs performs these inspections for the PHA. 
City staff may not be trained on properly completing HQS inspection forms. 
Individual item s on the form  are not com pleted, notations of deficiencies are 
m ade at the bottom of the form , and no docum entation is provided to ensure that 
deficiencies w ere subsequently corrected. 

Effect~  The authority cannot dem onstrate com pliance with federal regulations 

Reco m m endations - Ensure that the HQS inspection form s are pro pedy 
com pleted including docum enting corrective action for deficiencies noted. 
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HO USING AUTHORITY O F THE 
CITY OF DENHAM SPRINGS 
Denham Springs, Louisiana 
Schedule of Current Audit Findings and Questioned Cost - 2002 - continued 

The PHA disagrees with this finding. It is true that the PHA uses the City of 
Denham Springs to do its inspections and 100%  of the section 8 properties under 
the PHA's 
Jurisdiction had been inspected according to Housing Quality Standards the 
PHA's inspections were placed on the wrong form s. Deficiencies that were noted 
on the form s were correctly tim ely as per HUD regulations. 
It may be further noted that the City Inspector has years of experience in 
inspecting properties. He inspects new construction, renovations and provides 
guidance to the City Planning & Zoning Commission relative land use and 
zoning. He has over 15 years of expedence and knows building co des, which is a 
requirement for his job. 
The PHA transfer the inspection data from the old form  to a form that the audit 
said was acceptable. That w as co nfirm ed and reviewed by the Auditor Danny 
M cCaskill. 

It should be further noted that the fact that inspections were placed on wrong 
form s does not m ean that the PHA is not propedy trained. The PHA has attended 
severa l PHAS workshops and sem inars - m uch, which Louisiana Housing Council 
has sponsored. 

Finally the Auditor, when asked for guidance on use of the proper form s did not 
know w hat the correct form looked like. 

The PHA further researched the inspection form issue only to find that only HUD 
52580 is the only approved form that m ay be used unless approval is given by 
HUD in writing to use a variation of this form . I do not feel that this has been 
equally enforced. It should be noted that other PHA's have used the sam e form 
as this PHA and have not been cited 

The PHA stands by its previously subm itted report to HUD for the sam e basic 
reasons as stated in above item 

During the prior audit, I noted that the PHA was not using HQS inspection form s. 
I did not include a finding in the prior report based on PHA staffs assertion that 
they would im m ediately change to the correct form . They did tim ely change to the 
correct form . However, the form  itself requires that the inspector docum ent 
certain physical conditions that exist in each room of the house. To com pletely 
skip 90%  of the form and m ake notations at the bottom of the last page is not the 
correct m ethod of filing out the form . Any correct com pletion of the HQS form s as 
descdbed in the "PHA Response" was done subsequent to the draft finding being 
delivered to the PHA. 
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HO USING AUTHORITY O F THE 
CITY O F DENHAM SPRINGS 
Denham Springs, Louisiana 
Schedule of Current Audit Findings and Questioned Cost - 2002 - continued 

Finding 2002 -2 

Nam e of Program-- Low Rent Public Housing, Housing Choice Voucher 
CFDA Num ber- 14.850a, 14.871 
Federal Agency - HUD 
Federal Award Num ber- FVV-2512 - LA101VO 
2002 Year 

Criteria-- Per LRS 42:1111C2d, no public servant (the Executive Director) shall 
receive anything of value for consideration of services rendered to an entity (the 
credit union) that has a business, financial, or contractual relationship with his 
agency (the PHA). Using office space creates a business relationship. Per LRS 
42:1112B3, no public servant (the executive director) shall participate in a 
transaction involving the governmental entity (the PHA) with an entity for which 
he is an officer or employee (the credit union). 

Condition-- The PHA owns and opera tes a centra l offi ce on PHA pro perty. LPEA 
Federal Cre dit Union utilizes offi ce space, equipm ent, and utilities at the PHA's 
central office without paying rent (services provided by credit union staff offset 
rent). The Executive Director of the PHA is also an officer of the credit union, 
receiving full tim e salary from the PHA as w ell as contra ct com pensation from the 
credit union. 



HO USING AUTHO RITY O F THE 
CITY  OF DENHAM SPRINGS 
Denham Springs, Louisiana 
Schedule of Current Audit Findings and Questioned Cost - 2002 - continued 

As we stated in our previous correspondence, La. R.S. 42:1102(12) sets 
forth the definition for govern m ental entity w hich is "the state or any 
political subdivision which em ploys the public em ployee or em ployed the 
former public em ployee or to which the elected official is elected, as the 
case may be." W e are still maintaining that the Housing Authority is not a 
political subdivision. Since this issue is incapable of being re solved, we 
are going to seek a form al opinion from the Louisiana Attorney General*s 
Office. W e will, at the next Housing Authodty Board Meeting, propose a 
re solution allowing us to seek the opinion of the Attorn ey General on this 
m atter. 

Finding num ber 2002-3 

Nam e of Program --  Housing Choice Voucher 
CFDA Num ber- 14.871 
Federa l Agency - HUD 
Federal Award Num ber- LA101VO 
Award Year - 2002 Year 

Criteda--  The O M B A-133 Com pliance Supplem ent for HCV and 24 CFR 985 
require the subm ission of HUD Form 52648, SEMAP Certification. 24 CFR 985.3 
reads in part, "The method for selecting the PHA's quality control sample under 
paragraphs (a), (b), (c) and (f) of this section must have a clear audit trail that can 
be used to vedfy that the PHA's quality control sam ple was draw n in an unbiased 
m anner." For each indicator, 24 CFR section 985.3 states that if docum entation 
does not support the PHA's certification, the PHA receives zero points. 
Therefore, the PHA may not simply represent or state that a quality control 
sam ple was tested; there m ust be auditable docum entation to support that 
representation. 

Condition-- The SEMAP submission to HUD was not supported by 
docum entation to substantiate the responses as follow s: 

Indicators 1, 2, 3 and 6 - The PHA does not have adequate docum entation to 
satisfy audit requirements concerning quality control samples. 

Indicator 5 - The PHA does not have adequate docum entation to satisfy audit 
requirem ents concerning a sam ple of re-inspected units. 

Questioned Cost - None 

Perspective Inform ation - The PHA adm inisters 120 units of Section 8 Housing 
with Housing Assistance Payments totaling $340,961 for FYE 2002. 
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HO USING AUTHORITY O F THE 
CITY  O F DENHAM SPRINGS 
Denham Springs, Louisiana 
Schedule of Current Audit Findings and Questioned Cost - 2002 - continued 

Cause-- It appears that the PHA was not aware of this requirem ent. 

Effect-- Per HUD regulations, the PHA's SEMAP score should be changed to a 
zero for any indicator that the auditor is not provided adequate docum entation 
for. 

Recom m endation - Docum ent quality control sam ples and re -inspection of units 
in conformance with federal regulations. 

Indicator 1. The PHA disputes this finding. The PHA supplied the Auditor with 
the proper docum entation for the proper selection of applicants from the Housing 
Choice Voucher W aiting List. The Auditor was supplied with the waiting list and 
the PHA's Adm inistrative Plan. The Executive Director has over 28 years of 
experience and has been audited 27 tim es plus num erous tim es by HUD. He is 
fully aware of what a waiting list is and knows how to use it to adm inister the 
Housing Choice Voucher program in accordance with the PHA's Adm inistrative 
Plan. 

Indicator 2. The PHA has sound determ ination of reasonable rent and a written 
m ethod to determ ine the rent to the owner is reasonable. The PHA illustrated to 
the audit the method used for both the Old and the new rent reasonableness 
program . It was further explained the the PHA was in transition in using the new 
program . The com pletion of the im plem entation of the Nelrod Rent 
reasonableness program was co m pleted while the auditors were on site. The 
response to the PHA was though we had not shown adequate docum entation 
when they first ca m e into the PHA, that a "Good faith" effort had been m ade and 
we are now in com pliance. 100 % of all units in our program have been tested 
and showed that the rents were reasonable and m et the com pliance 

guidelines.Not one unit had rents that were not reasonable when all (100%) of 
units w ere checked. 

Indicator 3.The PHA gave the Auditor the inform ation requested to docum ent 
this indicator. The PHA does com ply fully with this indicator and has never been 
told or shown why it does not. 

Indicator 6. The Auditor was shown the PHA's quality control sam ples . The 
num ber of sam ple inspections done by the Executive Director far exceeded the 
required num bers by HUD. The Executive Director actually did 25 inspections 
which were m ore than tw ice the num ber required by regulation... The Executive 
Director reviewed with the the Auditors that all item s in quality control indicators 
that he needed. The Auditor was m ade aware that this Executive Director 
reviews, checks and verify all prospective and Recert tenant. In other other 
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w ords beside sam ple inspection, m ore than the required In a sm all offi ce such 
this PHA, we do not have the luxury of having a person that can do this all day 
and every day. The PHA's Executive Director did show the auditor all item s 
necessary for quality control. It was not until I got this finding that seem to 
indicate that PHA did not have trained staff who knew what Quality Control was 
all about. This is far from the truth. 

The PHA is fully aware of the requirements of HUD regarding Quality Control. 
This PHA has been a high performer the past 5 years and has been audited and 
monitored many times during that 5 years (including the current Auditor who 
found no fault with the PHA when he audited it last year.) 

The PHA is not certain relative to the docum entation that the Auditor now say he 
needs to make a determ ination of "adequacy". The PHAis requesting that auditor 
provide the PHA with the HUD regulations that were violated and the codes of 
such regulations. 

During the cours e of the audit w e contacted HUD personnel w ho provided clear 
written guidance on the SEMAP requirem ent of DOCUM ENTING quality control 
sam ples and re-inspection of units. W e provided copies of this guidance to the 
E.D.. Saying you did som ething and docum enting that you did som ething are two 
(2) different things. I do not, at all, understand the PHA's logic in disputing this 
finding. 

Finding 2002 - 4 

Nam e of Program-- Low Rent Public Housing, Housing Choice Voucher, Capita 
Fund Program 
CFDA Num ber- 14.850a, 14.871, 14.872 
Federal Agency- HUD 
Federal Award Num ber - FW -2512 - LA101VO 
2002 Year 

Criteria--  Louisiana Revised Statute (LRS) 24:513 requires the PHA to submit its 
audited financial statem ents to the Legislative Auditor within six m onths of fiscal 
year-end. 

Condition-- This audit is being published later than 6 m onths of the PHA's fiscal 
year end. 

Questioned Cost - None 
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Perspective Inform ation - Not Applicable 

Cause-- The CPA firm perform ed 4 person-days of field work on February 19, 
2003 and February 25, 2003 and attem pted to com plete the field work and the 
audit in a tim ely m anner. The audit staff found PHA staff to be uncooperative and 
not responsive to our needs. W e perform ed additional fieldwork in April 2003 and 
found PHA staff to be cooperative and responsive enabling us to com plete the 
audit. The CPA firm  assum es absolutely no responsibility for the audit being late. 

Effect-- The PHA is in violation of the referenced state law concern ing the audit 
being tim ely. 

Recom mendations - The PHA would be better served if PHA staff would be 
more responsive and cooperative during the audit process rather than arguing 
and objecting to audit inquiries. 

The PHA can not believe the the Auditor would blam e the lateness of this on 
Audit on the PHA. W E strongly disagree that we were uncooperative and not 
responsive to the needs. W e have been audited over 28 years and never have 
the PHA or its Executive Director been accused of being uncooperative and not 
cooperating. 

The PHA received its reco rds during the the Ist three months of the fiscal year. At 
that tim e the Auditor was notified that he could begin work on the Audit. The PHA 
had contracted the Auditor for 2 years so there was no need to delay in doing the 
audit since he already had the basic inform ation needed on this PHA. 
The Auditor finally sent a request for certain records to be pulled. The PHA pulled 
these records and requested on m ore than 2 occasions to have records picked 
up as per the request of the auditor. 
After finally picking up the requested inform ation, the auditor took this with him 
along with the records sent from our fee accountant. He indicated he had more 
than enough to work on and would let the PHA know if needed anything else. 
(The auditor has yet to return our records that our accountants sent to us 
for this audit for fye 09130102 nor have w e received our records that w ere 
picked up last year for the 09/30/2001 audit.) W e have made request for 
theses records but have not received them . 

W hen the auditor worked over her th e Ist day, he worked by him self. The second 
time he brought in another accountant- a lady whom he described as very tough. 
At that point, they began to interrogate the ED relative to request for additional 
item s that were not listed on the sheets that were  faxed to us. The PHA co m plied 
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with their request. The Auditors continued with bits of inform ation that he 
requested which could have been checked in this office with the field visits 

The Auditors left our office upon com pletion of their field work, according to them 
and did not return . They indicated that they had reviewed what ever they needed 
too and did not need anything else from the PHA They co ntinued to request 
inform ation by fax that required extensive research m uch additional cost on the 
PHA Som e records had been dug up from 20 years ago to satisfy requested 
inform ation. 

I checked periodica lly, with the head Auditor or Danny, who only visited our offi ce 
once, at the end of April 30th about whether he would be able to com plete this 
audit tim ely. This was discussed the last week of February, 2003. His reply was 
that he saw no reason w hy he would not be finished. I talked to Danny earlier m id 

M arch and he told m e that he was trying to com plete all of the Audits that were 
due (which was 11 PHA,s) and he expected to get them in on time. I expressed 
concern that he had not finished our audit and needed to know when he was 
going to com plete the audit. 

Later the next week we received additional re quest on additional inform ation. It 
was not until the end of the Month that Danny told me (after numerous attempts 
to reach him) that this PHA's Audit was not going to be submitted by the 03/31 
deadline. He told m e that he had talked to the Legislature  Auditor and that was 
no problem . THE PHA was not sent anything in writing notifying it of a late audit 
subm ission and the reason for it. He told m e then that he expected to m eet with 
m e prior to April 15 and discuss the prelim inary findings and then do the 
subm ission. 
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This audit was well planned but that planning included a reasonable level of 
cooperation from PHA m anagem ent. Had I published the audit by M arch 31, it 
would have included two (2) or three (3) additional findings that I was later able to 
delete. I finally had to resort to fax questions and answers to even the m ost basic 
questions, often having to re -send the questions as the fax answers were 
unresponsive. Regarding the matter of my contacting the Legislative Auditor 
concern ing the late audit, I did notify the Legislative Auditor that the audit would 
be published late per state law . However, I have always been aware that the 
Legislative Auditor's Offi ce does not have the authority to extend the deadline, 
did not ask for such, and did not advise the PHA that we had received an 
extension. 

Finding 2002-5 

Nam e of Program-- Low Rent Public Housing, Housing Choice Voucher, Capital 
Fund Program 
CFDA Num ber- 14.850a, 14.871, 14.872 
Federal Agency - HUD 
Federal Award Num ber- FW -2512 - LA101VO 
2002 Year 

Criteria - The Fair Labor Standards Act defines a full tim e position as having a 
m inim um of 32 hours per week. It is generally accepted practice that all staff 

members document time worked on the job. 

Condition--  Concerning the em ploym ent of the Executive Director of the PHA, 
the following conditions exist: 

Per Board resolution, 1 ) the E.D. position is considered full time with full time 
paid benefits, and 2) the minimum number of hours required is 25 per week. No 
record of the E.D.'s daily or weekly working tim e at the PHA is m aintained at all. 

Questioned Cost - $46,612 

Perspective Inform ation - The PHA m anages 52 units of Low Rent Public 
Housing, 120 units of Housing Choice Voucher housing and a Capital Fund 
Program . 

Effect The Board of Com m issioners m ay have violated provisions of the Fair 
Labor Standards Act. 

If so, the condition may have resulted in the PHA donating public funds in 
that the position has received full tim e pay as well as full tim e benefits. 
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It is im possible to verify that the E.D. is working the 25 hour m inim um 
required by the Board of Com m issioners. 

Recom m endations - Com ply with all Federal and State em ploym ent laws and 
regulations. 

PHA Response - The PHA did not provide a "PHA Response" but did provide a 
Corrective Action Plan. 

Finding 2002-6 

Nam e of Program -- Low Rent Public Housing 
CFDA Num ber- 14.850a 
Federal Agency - HUD 
Federal Award Num ber - FW -2512 
Year - 2002 

Criteria--  The OM B A-133 Com pliance Supplem ent for Public Housing and 24 
CFR 901 require the subm ission of HUD Form 50072, Public Housing 

Assessment System Management Operations Certification. 24 CFR 901(b)(2) 
reads, "PHA's shall m aintain docum entation for three years verifying all certified 

indicators for HUD on-site review." 24 CFR 901 (b)(5) reads, "A PHA that cannot 
provide justifying documentation to HUD dudng the conduct of a confirmatory 
review, or other verification review(s), for any indicator(s) or component(s) 
certified to, shall receive a failing grade in that indicator(s) or component(s) and 
its overall PHM AP score shall be lowered." Additionally, under O M B A-133 
Com pliance Supplem ent Part 3 L, the auditor is required to "trace the data to 
records that accum ulate and sum m adze data" and "perform tests of the 
underlying data to vedfy that the data were accum ulated and sum m arized in 
accordance w ith the required or stated cdteria and m ethodology, including the 
accuracy and com pleteness of the reports". Therefore, the auditee, the PHA, 
m ust provide a documented audit trail. 

Condition-- W hen the audit staff first asked for a copy of the 2002 MASS 
subm ission, we were given a hand wdtten worksheet along with the 2001 
electronic subm ission. W hen we next asked for a copy of the 2002 MASS 
subm ission we were  given a blank copy of the 2002 subm ission. Upon our third 
re quest for the 2002 MASS subm ission we were  pro vided the com pleted 
submission and thre e pieces of paper to document 2 entdes to the subm ission. 

Indicator # 1 was incorrectly com pleted. At item V12700 it indicates that the PHA 
did not lease any units at all during the fisca l year. During the field work the ED 

Page 39 of 39 



HO USING AUTHORITY O F THE 
CITY O F DENHAM SPRINGS 
Denham Springs, Louisiana 
Schedule of Current Audit Findings and Questioned Cost - 2002 - continued 

indicated that the PHA leased 5 units during the fiscal year, in conflict with the 
subm ission. 

Had the PHA not leased any units during the fiscal year the entries to V12400 
and V12500 would have been zero instead of 2.648 each. 

The PHA's position is that the 5 units leased during the year were M O D- 
exem pted units until the day that they were leased and that not 1 day was used 
for Down Tim e, Make Ready, and Lease Up for any one of the 5 units leased. 
The PHA entered zeros for V-12800, V-12900, V-13000 and V-13100. Indicator # 
2 states that the PHA expended $50,987 of CFP funds during the fiscal year, 
whereas the FDS and the DCF indicate the amount to be $52,437. The PHA was 
unable to reconcile the difference. 

Indicator # 4 includes at A10400 that the PHA inspected 44 units (or 100% of 
non-exempted units) using the Uniform Physical Condition Standards (UPCS) 
and that none required repairs. 

The form that the PHA used to docum ent the inspections does not appear to use 
UPCS. 

The response at A11600 indicates that 18 buildings (100%) were inspected using 
UPCS, none requiring repairs. The PHA did not provide any docum entation to 
support this entry. 

Cause~ PHA staff seem s inadequately trained in MASS certifica tion 

Effect-- The MASS certification for this PHA cannot be relied upon by HUD as a 
m anagem ent tool for Indicators 1, 2 and 4. Per the regulations, HUD should 
change the MASS score to a zero for these 3 indica tors. 

n response to the Auditor's claim that he was given the wrong copies of the 

subm ission form , I strongly disagree with the statem ents that seem to either 

indicate that the PHA was not aware of what it was doing or purposely gave the 

wrong information to the auditor. The PHA did provide the Auditors w;th the 

inform ation requested .Som e of the docum ents that were requested apparently 

were not checked when given to the auditor in our office because when they 
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returned the next day, the auditors indicated that they either m isplaced or m islaid 

their copies of the inform ation requested and ask that the PHA reprint. The PHA 

did go online and provide the Auditor with another copy of the 2002 inform ation 

The PHA always asked the auditor when given a bit of inform ation, whether it is 

what they wanted or not. W e have bent over backward trying to satisfy the 

auditors with w hat ever they needed. The PHA Executive Director is very 

Com puter Literate and has always been very responsive to the needs and 

request of this Auditor or any other in the Past w ho has asked us to supply them 

w ith inform ation on the PHA. The Executive Director has taken verbal calls from 

M r. M cCaskill's Auditors and supplied requested inform ation to them  during odd 

hours, mornings before we opened, or even on Saturdays. W e have done 

whatever it takes to be cooperative 

Indicator 1. The PHA stands by its subm ission to REAC .PHA is requesting 
Auditor to cite HUD regulations that were violated and codes for such 
regulations. 

Indicator 2. -The PHA stands by its submission to HUD (see attached from PHA 
fee Accountant) 

Indicator # 4- The PHA stands by its subm ission to REAC. All units were 
inspected. There  is no HUD form that a PHA can use to com ply with this item . 
HUD does require that what system s are utilized m eet UPCS standards. The fact 
the PHA did not use a particular form does not m ean that the PHA did not inspect 
its units in accordance with UPCS Standards. 
Again the Auditor was asked if ha knew what the form  looked like or if he had a 
sam ple form or could tell the PHA where it could find a form that m et UPCS 
standards. His response was that he did know what such a form looked like and 
that he could not provide guidance. 
He further com m ented that he could not believe that we had units that did not 
need repair. The PHA was inspected by REAC in October 2000 and was rated 
96% and inspected in January 2003 again by REAC who also provided the PHA 
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with an unannounced visit when our units were being inspected. The rating this 
year was 95 % . 

The fact that the PHA score d so high on these inspections seem s to indicate that 
we were fully aware of UPCS standards and they we were com plying. If we were 
not com plying we would have had num erous violations. O ur units are well kept 
by the residents and well m aintained by our m aintenance people. W e have 
nothing to hide or even be asham ed of. The auditor did not inspect a single unit 
to test whether or not the PHA had co m plied with UPCS standards. The PHA 
takes issue with this finding. 

The PHA m ade the auditor aware that they are seeking a co m puterized m ethod 
of doing future inspections of PHA property. This will be com pletely im plem ented 
by 09/30/2003. 

The PHA stands by its pre viously subm itted report to HUD for the same basic 
reasons as stated in above item The PHA is requesting that the Auditor provide 
the PHA with the HUD regulations that were violated and codes for such 
regulations. 

The auditor's position is that the M ASS subm ission, as sent to HUD, is 
m athem atica lly im possible. For indicator # 1, if a ZERO is correct at V12700, 
then V12400 and V12500 M UST also be ZEROS. Am I to believe the electronic 
submission to HUD or the subsequent assertion of the E.D. that, in fact, five (5) 
units were leased during the year? If I then accept the E.D.'s assertion that five 
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Finding 2002 -1 

Person Responsible: Fre d Banks, Executive Director 

Schedule 7 

Corrective Action Plan: The PHA transferred the data on the old form  to the 
new form . The PHA com pleted this while the Auditors were here. The Auditors 
re viewed and confirm ed that this was done. 

Action Planned. The PHA will continue to use HQS form s that are HUD 
approved. This is ongoing. 

Antic'lpated Com pletion Date: Already Com p|eted 

Finding 2002 -2 

2. Finding pertaining to La. R.S. 42:1111(C)(2)(d) and La. R.S. 
42:1112(B)(3). Both of these statutes pertain to prohibited 
transactions involving public servants and/or governm ental entities 

As we stated in our previous correspondence, La. R.S. 42:1102(12) sets 
forth the definition for governm ental entity which is "the state or any 
political subdivision which em ploys the public em ployee or em ployed the 
form er public em ployee or to which the elected official is elected, as the 
case may be." W e are still maintaining that the Housing Authority is not a 
political subdivision. Since this issue is inca pable of being re solved, we 
are  going to seek a form al opinion from the Louisiana Attorney General*s 
Office. W e will, at the next Housing Authority Board Meeting, propose a 
resolution allow ing us to seek the opinion of the Attorn ey General on this 
m atter. 
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Finding 2002-3 

Person Responsible: Fred Banks, Executive Director 

Corrective Action Plan- the PHA has begun to review its Quality Control Plan to 
make sure it (PHA) is in full compliance with HUD requirements. The PHA will 
use its co nsultants to help with this review. Im provem ents will be im plem ented 
where the PHA finds there  is a problem . 

Action Planned- The PHA will revisit com pliance and refine if needed 

Anticipated Com pletion Date- June 2003 

Finding 2002-4 

Person Responsible: Fred Banks, Executive Director 

Corrective Action Plan: The PHA has begun its initial contacts to engage an 
Auditor to do the PHA's audit for the next year. The PHA will intensify its efforts 
to get early approval for its engagem ent agreem ent w ith em phasis in the 
agreem ent on timely com pletion of future audits. 
Action Planned: The PHA will im m ediately seek an Auditor to engage for its fye 
9/3012003 audit. 

Anticipated Com pletion Tim e: The anticipated tim e to co m plete the process 
and nam e an Auditor for the next fiscal year is July 31, 2003. W hile this is a 
target dates for com pletion of this task, it should be noted that the PHA will m ake 
every effort to com plete this task prior to July 31, 2003. 

Finding 2002-5 

Corrective Action Plan: The Director, at the next board m eeting, w ill recom m end 
to the Housing Authority Board of Com m issioners that the current personnel 
policy regarding the Director's position be m odified and put in co m pliance with 
the Fair Labor Standards Act and applicable Louisiana Laws. 

Corrective Action Plan: The Director is in a m anagem ent position whereby he 
performs his duties pursuant to a tim e-frame of hours worked per 
week which should not require him to keep form al tim e-logs. But, in 
order to m itigate this finding, the Director is w illing to start keeping a 
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weekly tim e sheet of hours worked. This is effective im m ediately. 
But, it is our understanding that m ost, if not all, of the other Public 
Housing Authority Director's are not keeping form al tim e-logs of 
hours worked. There fore , we are going to formally re quest what 
other PHA Director's are doing concern ing this m atter. If w e 
discover that it is part of norm al HUD procedure that Director's are 
required to keep tim e-logs, then we will continue with this practice. 
If our investigation determ ines otherw ise, then we w ill m aintain 
status quo. 

Finding 2002-6 

Person Responsible: Fred Banks, Executive Director 

Corrective Action Plan-The PHA has alre ady com plied as per HUD regulations 
The PHA will im m ediately review the findings to further clarify them so that the 
intent and com pliance will be clearer for an Auditor to follow . More  
docum entation beyond what is re quired will be done. The PHA has already 
contacted consultants that are specialist in this area and will use them to help 
w ith the review to doubly insure  com pliance. 

Action Planned- The PHA will continue to explore ways and m eans to im prove 
upon com pliance w ith HUD Regulations. The PHA w ill consult with other HUD 
and LHC sources to enhance its efforts relative to clarity and im proved 
decim ation. 

Anticipated Com pletion Date- A com plete re view will be done by August 31 
2003 and continue as ongoing. 
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1103 Beginning equity 843,022 48,964 27,062 919,048 
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